October 16, 2009

To:  The Federal Reserve Board
Fr: Marc S. Savitt, CRMS

Re:  Proposed Rule regarding Originator Compensation

CC: Kathleen Ryan, Allen Fishbein, Paul Mondor

Please accept this correspondence and its attachments, as my comments regarding
mortgage originator compensation.

Although, I am a former President of the National Association of Mortgage Brokers, I am

submitting these comments as the owner of a small mortgage brokerage, who in January
will celebrate its 25" year.

Originator Compensation

In a recent meeting with the FRB, I asked those assembled, “Do you consider mortgage
broker in-direct compensation (Y SP), an unfair and/or deceptive practice?”” Mr. Fishbein,
Ms. Ryan and Mr. Mondor all answered “NQ.” This is important, as the FRB is
attempting to eliminate or alter a legitimate form of compensation, which benefits both
consumers and industry.

The proposed rule speaks to altering an originator’s compensation by replacing what is
currently percentage based with a “flat fee.” Moreover, banks and lenders would be
exempt, but mortgage brokers, specifically their businesses, would not be exempt.

Mortgage brokers are not just originators, we are businesses! We operate like every other
business in this country, including banks. We are employers and have payrolls to meet.
We have a number of significant expenses in running a business which includes, rent,
utilities (normal overhead), taxes, licensing fees, advertising, bonding fees, equipment
leasing, continuing education and much more. Those who have operated their own
business would understand this.

Non-owner originators, who work for banks and mortgage brokerages, have some
expenses too. With the implementation of the SAFE Act, originators have additional
licensing and education expenses. These in no way compare with a mortgage brokerage
business; nevertheless they’re not without expenses.



In addition, in-direct compensation for mortgage brokers is already capped. Wholesale
lenders restrict brokers from receiving more than 3.5% in YSP. On the other hand, banks
and lenders have no caps on their in-direct compensation, as evidenced by the
attachments and the documentation given to Ms. Ryan, Mr. Fishbein and Mr. Mondor.

I also believe the FRB lacks the authority to restrict and/or alter compensation. The
FRB’s authority appears to be limited to “consumer disclosures.”

I also learned in my recent meeting with the FRB, no studies were conducted in
preparation of the proposed rule. The attorneys mentioned “anecdotal evidence” was
considered. As the recipient of a possibly bad decision by my government, which would
have the force to put me out of business, this alarms me. The definition of anecdotal
evidence reads in part, “untrustworthy” and “unreliable.”

Make no mistake about it, should the FRB restrict broker compensation, whether direct or
in-direct, brokers will go out of business. For years, brokers have provided competition to
the market place. Fewer participants in mortgage financing will create increased costs for
consumers. Moreover, this is already happening as evidenced by the documentation I
presented during our recent meeting.

Broker market share has dropped substantially in the last 3 years due to relentless and
undeserved media attacks. These attacks were orchestrated by those who developed

questionable programs, set the guidelines and approved loan files. We were the
scapegoats!

When I studied economics in college, I specifically remember my professor emphasizing
over and over about the basics of compensation and profits in a free market society. The
lesson was, if you charge a mark up in percentage for the goods and services you offer,

you’ll always stay profitable and in business. If your compensation is dollar based, it’s a
recipe for going out of business.

I encourage the FRB to strengthen consumer disclosures through testing. I’'m convinced
you’ll find that if you treat all channels of distribution equally, consumers will benefit.
The FRB needs to level the paying field for consumers. I suggest simplified disclosures

that require all originators to disclosure the exact same information on the exact same
forms.

Congress and the regulators all want full disclosure and complete transparency. No one
currently meets these proposed requirements in the mortgage finance industry, EXCEPT
MORTGAGE BROKERS. Since 1992, we have disclosed every dime of our
compensation, including in-direct. We make these disclosures at time of application and
again at settlement. We hide nothing! However, banks and lenders have the ability to hide
compensation and do just that. For years they have denied receiving in-direct
compensation, or said they won’t know what that compensation will be until after
settlement. The evidence I presented to you at our meeting clearly proves they have been



less than truthful. They know exactly what all their compensation will be every time they
lock-in a loan, or quote an interest rate to a consumer.

They also have been known to claim their in-direct compensation is a secondary market
transaction. This is another excuse not to disclose. If a consumer is paying for their

compensation, either in rate or up front fees, then a consumer has the right to know what
that compensation is.

Let’s make this about true consumer protection and full disclosure by all market
participants and not about picking winners and losers. Finalizing a rule that restricts
compensation in any manner for mortgage brokers will eliminate our channel and harm
the consumer. After 25 years of operating my business honestly and ethically, I will be
out of business, while the bank across the street will continue to operate receiving
secretly compensation and with taxpayer bailouts.

I would also suggest the FRB work with HUD to harmonize disclosures and not have
them contradict each other.

Thank you for the opportunity to comment.

Marc 8. Savitt, CRMS (Certified Residential Mortgage Specialist)
President, The Mortgage Center

115 Aikens Center, Ste. 20-B
Martinsburg, WV 25404

540-550-4496

msavitt@mortgagefinancing.com



Prepared B
Loan Number:
Lock Date: October

LPQ: 5472

2 Close Date: January 2003

INPUT INFORMATION [ REVENUE
l.oan Amount $200,000 Origination Fee $5,000
LTV 75% ] QLD Servicing Value $3,782
SRP —t Pricing 101.750 Price -~ NOT DIScLUS Warehouse Gredit - $0
Origination Fee  2.500% -~ DiSCLOSED LPMI Incentive - ¢ $0
Property State T Soft Dollar Credits Earned %0
Family CONV/Conforming Net Earned Fees 3
Loan Type Conventional Overage/Underage 3 ($3,500
Product 20 - 30 Yr. Fixed Rate Misc Revenue il
Purpose Equity Refinance (Cash Qut) Totaf Revenue
Program None | —_
Loan/Line Amt 30
LPML N
Convertible ARM N
Escrow Collected Y
Low/Mod Income N EXPENSES
Promotion N Direct Cost per Loan $3,447
Commissions $900
Soft Dollars $0 Home Office Allocation $590
Net Earned Fees $0 Operations Expense $545
Misc Revenue 30 Bonus/Override $260
Commission Rate 45 BPS Total Expenses $5,742
HMC Share in Underage 0%
HMC Share in Overage 0 -?
Shared Commission 0 BPS
Direct Cost per Loan $3.447
Home Office Allocation $590 MOl Thresho!d 90 BFS
Operations Expense 3545
Bonus/Override 13BPs €
SCENARIO SUMMARY
_ 3}‘,&“‘ HKIG Commission $900
W o Shared Commission $0
[ L
e .
BOOK OF BUSINESS SUMMAR |
o Y10
Branch Net Income 1< 314,856 $29,496
Net Income BPS — 219 146
Net income/Ban $2,871 [ $2,269
VolumeZ _ $677,344 | 32,014,644
HMC Commission 55,231 $10,397

SRP of 178% = 3 3s0000 (NoT DISCLOSED)
Lender calls v+ an " Overage" (see abowe)

Net fo lender & 12,2%200 on a. 200< loan,

Over (%
C

SRf
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700. TOTAL SALES/BRORER'S COMMISTION Nassd oo § ® Ko AIiEEE;EEZ_,rﬂﬂégggﬂéﬂ;q
Division of Commizslan - H
- 7L3 ]
& B
709 Comumbniom yrid 3¢ sepcmem —
704, e
800 JTEMS PAYAMLE IN CONWECTION WITH LOAN,
¥0J. Loun Grigiostien fe. 1.00000 € ; 2,000,00 !
BO2. Loan Diseouut % ] .
303, Appraiaal e Y [
| 804, Credit B ta : :
80%. Juaurance wyplicarise Gee = ’ : :
nes. 00 :
oy 7
W ‘|
. "
. n
0. ITEME REQUIRED XY LENIER T0 BE PAID N ADVANCE,
$01. Inwasr fromi OUA/08 w 03/01/08 & B.3%000  Mwy | day 3%.25
SO Mortgaos waretvcs pompinat for ]
503, Husard inmmanes pyacakio for v
S04, Fiood Turspance J0.e
-8
1000, RESFRVES HEPOSTTRD WITH LENDER
1001, Viarard Incoyuncs e @3 o me,
. | L003. City propurty boars .03 por 4o,
1001, Comney propeny 1azey Imoat 1246w 15573
OGS, Asayed ) oy o X,
1000, Schar] Proptrgy Taxcs g5 Yof mo.
1908, Flaod faurssce .83 pes @0,
| 1008, Apiieatd wmtaming wdjuroben: $12.61)
{1100, TTTLE CHARGRS:
110} . ¥eolemegs of cloding fou m
A1GL. Abywnet or fthe aegochy w
1180, Tids txmigation: L] o
1104, Tl wunace binder 0
138 Dosmet prrgansios o boLss, N & Luas T
1106, Notuty feu o
1107. Agornay's s 5 W RURTCR & JOHNSON 55.00
1,597.00
150,00
: 65,00
389,50
8.001 . £3.00
1301, Survey 2] _[_ _L
130L. Pt jpmpanion n
[ 1303, LS BEpVICE ©_TRE OUTEOURCE NELEANE £O, 30,00
1304. R 3
1308, © . 15
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Loan Economi

Prepared By
Loan Number:

Lock Date: December 2002 Close Date: January 2003

INPUT INFORMATION REVENUE
Loan Amount $171,500 Origination Fee $0
LTV 50% Servicing Value 52,029
<SP —{ Pricing 101.250 Price NOT" DiScLos€P| Warehouse Credit $0
Origination Fee  0.000% LPM! incentive —~ ¢ $0
Property State ™ Soft Dollar Credits Earned $0
Family CONV/Conforming Net Eammed Fees $500
L.oan Type Convenlional ‘ OveragefUnderage 2,144
Product 10-15 Yr, Fixed Rate Misc Revenue 30
Purpase Rate-Term Refinance Total Revenue $4.673
Program None I '
Loan/Line Amt $0
LPM! N
Convertible ARM N
Escrow Collected N
Low/Mod Income N EXPENSES
Promeotion N Direct Cost per Loan $800
Commissions $986
Soft Dollars $0 Home Office Atlocation $590
Net Eamed Fees $500 ' Operations Expense $545
Misc Revenue ' -850 Banus/Override 5223
Commission Rate 45 BPS Total Expenses $3,144
HMC Share in Underage 0% :
HMC Share in Overage - B0%
Shared Commission O BPS
Direct Cost per Loan $800 -
Home Office Allocation $590 NO! Thresheld 90 BPS
Operations Expense $545 '
Bonus/Override 13BPS ¥
- SCENARIO SUMMARY
S iR VL HO AR e A g g~ g
HMC Commission $986
LShared Commission $0
SRf ofF 1.2s% = & 21 43.1S  [BOOKOF BUSINESS SUMMARY —_——— |
0 . o =
‘ ~— 331?4( TD
) Branch Net income § 426 $29,068
No UP FeowT FEES . Net Income BPS 213 144
Net income/L.oan $2 885 $2,236
}*C W\ﬂd ﬁ, 46 7 3 —_— Volume $677 344 $2,013644
fﬁf r 14 y HMIC Conffmission $5,661 $10,827

on -this loan,or 2.75%.

T his was Qj’@% Dlscwsczbl




Loan Econamics

Loan Number: _
Lock Date: November

Prepared By

02 Close Date: January 2003

INPUT INFORMATION REVENUE
L.oan Amount 360,294 Qrigination Fee %603
LTV S7% " - Servicing Value $1,692
S?P = | Pricing 103.125 Price NOf"w Warehouse Credit 30
Origination Fee  1.000% Discrasep LPMI Incentive $0
Property State ™ Soft Dellar Credits Earned 30
Family Government Net Earned Fees 5475
Loan Type FHA Overage/Underage - S &
Product 30 YT, Fixed Rate Misc Revenue $35D
Purpose Purchase, not a Refinance Total Revenue w
Program Renovation B — -
Loan/Line Amt  $0
LPMI N
Convertible ARM N
Escrow Collected Y
Low/Nod Income Y EXPENSES
Promotion N Direct Cost per Loan $800
Commissions $1.243
Soft Doliars 30 Ad Home Office Allocation $295
Net Earned Fees $475 ‘}._.?"\gfu*’—' Cperations Expense $545
Misc Revenue $350 - Bonus/Override $78
Commission Rate - 50 BPS Total Expenses $2.961
HMC Share in Underage C%
HMC Share in Overage 50%
Shared Commission 0 BPS
Direct Cost per Loan $800 ‘
Home Office Allocation 5295 NOI Thresheld 100 BPS
Cperations Expense $545
BonusfOverride 13 BES
i _SCENARIO SUMMARY
E z-j»g; f i%’,,:-
.} Shared Commission $0
SRP of 103.125 = 3.125f,
oR & |, 9%¢ 19. ' BOOK OF BUSINESS SUMMARY
D January YThb
NOT DiScraseDd « Branch Net thcome_$ $14,721 . --
- Net Income BPS P 146
"h) l Net Income/Loan . ~-§2.944 $2,259 !
f’/n':l ~ [Volume $677344 |  $2,014 644
%\ eeveﬂu ¢ € HMC Cerfimission $5.881 1 $10,827

4 5,004 over 3%




Loan Economics Fo
Prepared B

Loan Number:

Lock Date: November 2 Close Date: Jahuary 2003

INPUT INFORMATION REVENUE

lL.oan Amount $130,550 | Origination Fee $1,306

LTV 7% ' Servicing Value $3,663
SRP  ~ Pricing 103.250 Price NOT Discaeszl! | warehouse Credit $0

Origination Fee  1.000% LPM| incentive $0

Property State TX Soft Dollar Credits Eamed $0

Family Government Net Earned Fees $475

Loan Type FHA Overage/Underage —S R - $4,243

Product 30 Yr. Fixed Rate Misc Revenue {$1.811

Purpose Purchase, not a Refinance Total Revenue 3

Program Renavation —_—_—

Loan/Line Amt 50

LPMI N

Convertible ARM N

Escrow Collected Y

LowiMod Income N EXPENSES

Pramotion N Oirect Cost per Loan $800

: Commissions $1.842

Soft Dollars SO : Home Office Allocation $590

Net Eamed Fees S475 Operations Expense $545

Misc Revenue ($1.811) Bonus/Override - $170

Cornvmission Rate 50 BPS Total Expenses $4,047

HMC Share in Underage 0%

HMC Share in Overage 50%

Shared Commission 0 BPS

Direct Cost per Loan $800

Home Office Allocation $580 NCI Threshald 100 BPS

Operations Expense $545

Bonus/Override 13BPS

. SC?N;Q!?IO SUMMARY

23 pdoncitons ...-:}. -2 :,.}’— iy b
HMC Commission

Shared Commission ' $0

BOOK OF BUSINESS SUMMARY

~__ January v
Branch Net Incom& $— $15-756 $29,798
Net income BPS L~ 148
< ﬁ P C 2258 %) NOT DISCLOSED [ NetincomefLoan $3.031 | —— $2,292
Volume §677.344 | $2,01X5644
or Q_ﬁ 4242 .9 THMC Comfnission $4,931 $10,097

Tordn| Revewoe 10 lemder
#1576, over (%

et P
—r—




FEDERAL TRUTH IN LENDING
DISCLOSURE STATEMENT
Real Estate l.oans

Loan Center JACKSONVILLE LS LOAN CENTER No. 2688  |oan No. 3312680337
Principal Amount of Proposed Loan 107 ,544 .87 Expected Funding Date 09/21/09
ANNLAL FINANGE CHARGE Amaount Financed Total of Payments
PERCENTAGE RATE
The cost of your credit as Tha dollar amount the The amount of credit The amount you will have
a ysarly rate. . credit will cost you, pravided to you or on paid sfter you have made

'ﬁ your behalf. all payments as scheduled.
/m % )| s 127,035.78 s 106,087.62 s 232,124.40
1. Payma\Ql:_aauy
Your payment schedule will be:

Number Paymants Are Ameunt of Payments ++ Number Paymants Are Amount of Payments #»
of Dug WONTHLY of Duye WONTHLY

Payments Beginning Fayments Beginning
360 11/01/09 644.79

Iﬂ"‘tr‘ets"f‘ Bate Q.pp rox, (aDA
Buged on corrent rates lender Made Apprac

Security and Proplrty uraﬁa S RP wa‘s No._..r d Ib "—JO.S'eC] .

You are giving a security interest in real astate at:
1202 SACRAMENTO, PORTLAND, TX 78374-4174
You may abtain property insurance from anyone you want who is acceptabie to the Lender.
3. Late Paymaent.
I a payment is not received by the Lender by its first banking day which is at least 15 days after the payment due
date, you will be charged 5.0 % of the paymant.
4. Prepayment.
it you pay off early you@ will not D may have to pay a prepayment penalty,
if you prepay your loan on other than the regular instaliment date, you may be assessed interest charges until the
end of the month.
You may be entitled to a refund of the mortgage insurance premium from HUD.
You- will not Dmay be entitled to a refund of part of the fmance cherge.
5. Assumption Policy.
- Someone buying your home cannot assume the remainder of your foan on its original terms.

- Someone buying your home may be allowed to assume the remainder of your foan on its original terms, subject to
certain conditions stated in your loan documents.

I:] 8, Variable Rate.
Your loan contains a variabie rate feature. Disclosures about the variable rate fsature have been provided to you earlier,

[[37. Required Deposit.
The annual percentage rate does not take into account your required deposit.
8  See your foan documents for any additional intormation about nonpayment, default, any required repayment in full before
the scheduled date, prepayment refunds and penalties.
9. Certain Security Interest Charges. PLEASE SEE THE GOOD FAITH ESTIMATE AND HUD-t FOR THESE FEES.
Recording/filing ) . s $
Lien release recording/filing § $

10. The loan applied for will not be secured by any contractual lien axcept that resulting from the mortgage or deed of trust
covering the security descnbed in the Securily and Property Insurance Section.

*»The paymant amount does not inciude a tax and insurance reserve.

BANK OF AMERICA, N_A. ["LENDER"), (800) 810-1434

BAZ222 wsin VMP Morigage Soiutians, Inc. (BOMIS21-7291
TLO1 03/14/09 8:14 AM 3312660337

PAGE T OF 2



(Printed on Sep 14, 2005 @ 1146}

US Departmant of Housmg and Urban Dovelapment

GhB No, 2502-0265

A, SETTLEMENT STATEMENT
B. Typa of Loan
1.1] FHA  2.{] FmMA 3. {X] Conv. Unins. §. File Number: 7. Loan Numbser; E. Morigage Ins. Case #:

4.{] VA S.[]Cenv.Ins,

1G-01247559

€. MOTE: This form 13 harnianad {0 dive you 2 siiomen of aetual setilement SCats. Aniobnls gad 16 ang by the cat

T for Informasion 8 200 30 n1 Incluyded lo the lotals.
D. NAME AND ADDRESS

lament N—TN e pasd culiide the clasing; Ty dta showt

£, NAME AND ADDRESS OF SELLER:

F. NAME AND ADDRESS OF LENDER:

G. PROPERTY LOCATION:

BANK OF AMERICA - CRESS & TSP 1831 CHESTNUT ST SAINT LGLHS, MO, 63103

H: SETTLEMENT AGENT: Firsl American Tie Company

PLACE OF SETTLEMENT: 2605 ENTERPRISE ROAD EAST, SUITE #300 CLEARWATER, FLORIDA 33758

1, SETTLEMENT DATE: 9152508

| DISEURSEMENT DATE: 09/21/2009

J. SUMMARY OF BORROWER(S) TRANSACTION

K. SUMMARY OF SELLER(S) TRANSACTION

100. GROSS AMCUNT DUE FROM BORROWER :

400. GROSS AMOUNT DUE TC SELLER ;

101, Contract Sales price 401. Contract sales price
102, Personal Propery 402, Persenal Property
103, Setllement charges 10 borrpwaér (line 1400) $6,178.18] 403.
104. Payorf Morigage To: BANK OF AMERICA $101.612,50¢ 404,
105, Payelf Second Morigage To: 408,
Adjusiments for tams paid by Sedler in advance Adiusients for items paid by Selier in advance
106, City/lown laxes 406. Citytown takes
107, County taxes 407, County taxes
108. Assessmints 40B. Assassments
108, 409,
110 410,
111, 411,
112, 412,
120. Gross Amount Due From Borrower $107.750.68 | 420, Gross Amount Due Sefler $0.00
200. AMOUNTS PAID AY OR IN BEHALF OF EORROWER : 500, REDUCTIONS 1IN AMOUNT DUE TO SELLER .
201, Deposit or earnest monay 3(1. Excess deposit (e instructions)
202. Pringipal amount of new joan(s) . $107,544.87 j 502, Settlement charges o seller {ine 1400) 30.00
203, Existing loan{s} taken subject fo 503. Existing loan(s) taken subject to
204, 504. Payof! af Rirsi mortgage kan
205. Lender Premium Pricing Credil 505, Payol! of second morigage loan
208. 506.
207, 507,
208, 308,
205. 508, .
" |Adjustments for items unpaid by Seller Adjustments lor iterns unpaid by Seller
210. City/town taxes §10. Cityllown taxes
211, County \axes 511, County taxes
212, Assessments 512. Assessments
213. 513.
214, S14,
214, 5185,
216, 516.
anr 517,
218. 518,
219, 518.
220, Total Paid B8y/For Barrower 5107,544.87] 520, Total Reduction Amount Due Seller $0.00
300, CASH AT SETTLEMENT FROMWTO BORROWER 600. CASH AT SETTLEMENT TO/FROM SELLER :
391, Gross Amount due from borrower fine 120} 197,790,681 £01, Gross amouni due Lo seiler {line 420) $C.00
302, Lass amounts paid py/for bofrawer (line 220) §$107,544.87 1 602. Less recuctions in aml. dua selisr {fine 520} 50.00
303, Cash [X] From ] To Borrowar $245.85] 603. Cash {) From [] Ta Seller 50.00

Purtias agrea Lhat ao iatddy & axsamed by SetSament Agent i tha scoucady of kifarmation hnished By olbars 23 shawn o tha Saltlament Stalament.
Agen hereby enpransly foserves 1he rght fo Qepostt afy aneounts coltacted lor disbursemant o an irerest baring 3ccount R a Federally tnswed Insiiwtion. and 1o credil sy Inlgrest 50 samad to i3 guwn

account

SELLER(S):




(Printed on Sep 14, 3009 @ 11:76) U5 Depanmen of Hauslag ongt Urban Develapmant Ord8 No. 25020285

L. SETTLEMENT CHARGES
700, Total Sales/Broker's Commission based on price Paid From Fatd From
Borrawer's Seller's
701, Listing Reajlor Commision ’ Funds at Funds at
702, Selling Reallor Commision Selttement Setllement
703. Commigsion paid at Seitlement
704,
800. ITEMS PAYABLE 1IN CONNECTION WITH LOAN
201, Loan Qriginatizn Fea to BANK OF AMERICA, NA. .l T
802, Loan Discount 1o BANIK OF AMERICA, N.A. §1.075.45F 1
803. Appraisal Foe to HOMEFOCUS SERVICES, LLC. POCL $35.00
304, Crooit Repart 1 TRANS UNION POCL 5.80 l
805, Fload Gert Fee 1o HOMEFOCUS SERVICES, LG, POCL 311,08 mem SEr
a05. Application Fee to BANK OF AMERICA, N.A. (B) POC $400,00 _f L
807. Tax Service Contract Fee 1o HOMEFOGUS TAX SERVICES, LLC. POCL 585,00 [ e f s b U‘l‘
808, Lender Closing Fee 1o BANK OF AMERICA, N.A, §775.0¢
809, ~f . N
rtappearsttetdid 't
811, [ 0
900, (TEMS REGUIRED BY LENDER TO 8E PAID IN ADVANCE TXML DO,
901, Interest Trom 09/21/2009 TC 10/01/2009 @3 17.68/DAY UL $176.80

902. Morigage lnsurance Premium for

903, Hazard lmsurance Premium for

204,

$05.

1000, RESERVES DEPOSITED WITH LENDER
5001, Hazard ingurance 7 months @ $36.85 per month $257.88
1002. Morigage nsurancé N
1003, Ciy property taxes
1004. County propaty taxes 12 manths @ $230.30 per manth $2,763.60
1905, Annual assessmants
1008,

1007,

1008.

1009, .

1010, Aggregats Agjustment A ' §-257.05 $0.00
1100, TITLE CHARGES

1131, Setlmmeant ¢r ¢losing (ee
1702, Abslract or fille search

1103, Tile examinatian

1104, Tila Insurance binder

1105, Dogument praparation

1106. Hotary Fees

1107, Altorney's Feas

{Includes above tem numbers: |
1108. Tille lnsurance 80% TO STEWART TILE OF CORPUS CHRIST!, INC.//f 10% YO FIRSTA MERICAN TITLE CO. $671.25
{Inchudes above item numbers:

1109. Lender's coverage (3107,544.87 = $883.00)
1110, Owner's coverage

1111. Escrow Fee Lo FIRST AMERICAN TITLE COMPANY . $420.00
1112, Guaranly Fes 1a FIRST AMERICAN TiTLE COMPANY / TX TIG 55.00
1113

1200. GOVERNMENT RECORDING AND TRANSFER CHARGES

1201. Hecording fees: Mortgage Filing Fea $142.00

1202, Cityreounty tax/stamps.

1243, State tax/stamps:

1204,

1205, .

1300. ADENTIONAL SETTLEMENT CHARGES
1301, Survey

1302, Post inspection

1303. HOA Fea OPC Refinance Fag io

1304, Shipping Fee 1o FIRST AMERICAN TITLE GOMPANY $30,00
1305, Tax Cort Feo o NATIONAL TAX NET 825,00
1400. Total Settlemant Charges {enter on lines 103, Section J and 502, Section K) §6,178.18 $0.00

[ oA RC e 7] TSGR eman ad 16 INé BO3t of my knowledge N Beilal, 113 0 tren B3 BGCLYAIN A1GIME O 40 o0elpTs 340 GIaDUTSORVERTE FIBHS O Ty ACeDU &F By Mg 1 T35
tandsction. § further oarlify thar [ Tava recalved 2 copy ot HUD-1 Sertemant Stalemant,
, TS

BORROWER(S): gt .

&

Tha HUD-1 Setiamant $laamant which | hpve prepared I3 o run and secucate accaunt of this tzrsaction. | have caysed of vl causs the funoa 1o ba dabursad In aeeoedance wih this stasmont

First American Titla Company Date

HOTE: THKGS haret e (ot itied Basnd 9n Laxe 15 the yesr, Any t-pcaiion wil bi hondied beewuan the buyer and seler, Al dtilky bAIS (walet, déwar, ehpciiic, catis: and mainwnance 365) havy baot
P oF Wil b pid upon roCerpl of faal e,

WARNING: 1115 4 Time 10 kndwingly Mske (a!sh sistbtmants to the Uniles Stales on this or any othar simiae o, Panaliias upon caneckion can Inclde 2 fine o Imprisonmen. For delads sewe: Tite 184 5.
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L SETTLEMENT CHARGES - ADDENDUM

&00. ITEMS PAYABLE IN CONNECTION WITH LOAN (CONTINUED)

DiiB No. 2502.0265

Paid From
Barrpwers

Funds at
Saltiement

Pai¢ Fram
Seller's
Funes st
Seflement

812,

813.

814,

§15.

816,

817,

818,

815,

820,

821,

§22,

1100, TITLE CHARGES (CONTINUED)

1114, ENDORSEMENT T-15 80% TO STEWART TILE OF CORPUS CHRISTI, WG 10% TG FIRSTA MERICAN TITLE

$44.15

1115. ENDORSEMENT T-36 90% TO STEWART TILE OF CORPUS CHRISTI, INC/// 10% TC FIRSTA MERICAN TITLE

$25.00

1116, ENDORSEMENT T-30 90% TO STEWART TILE OF CORPUS CHRISTI, INC.Y 10% TO FIRSTA MERICAN TITLE

$20.00

1117, ENDORSEMENT R-24 80% TO STEWART TILE OF CORPUS CHRIST!, INC./V 10% TO FIRSTAMERICAN TITU

$5.00

1118,

1119, ENDORBEMENT T-33 TO: FIRST AMERICAN TITLE COMPANY

1120, ENDORSEMENT T-17/T-28 (CONDC) TO: FIRET AMERICAN TITLE COMPANY

121,

1122, ENDORSEMENT T-42

3123. ENDORSEMENT T-42.1

1124,

1125

1128,

1200, GOVERNMENT RECORDING AND TRANSFER CHARGES (CONTINUED]

1208.

1207,

1208,

1209,

1240,

1300. ADDITIONAL SETTLEMENT CHARGES [CONTINUED)

13086,

1307,

1308.

1309,

$31Q,

1317,

1312,

£313.

1318,

1315.

1316.

1217,

1318,

185,

1320,

1321,

1323

1323,

1324,

1325.

13286,

1327,

1328.

1329,

1330.

BORROWER(S)

SELLER(S):
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Federal

8 A N K Peofestional Service with a Personal Touch.

Online Banking
Sign In:

Access ID:

Eir: User
Forgot Password?

Oniline Banking

Personal Banking

Business Banking

Mortgages

Investment Services

Banking Services

Rates & Fees

About Us

Contact Us

Disclosures/Privacy

T)\]S 1S 0L
FEDERAL
Savings Bemk,
nOt o breker

http://www.carolinafederal.com/lending.asp

_éﬂo Income Verification Loans
|

|
Mortgages - Lending Products

Buying, Building or Refinancing? We can help! We offer all the following products to
best serve you.

With local underwriting and local processing available, we can make quick decisions
and quick closings happen for you!

Construction Loans

Building your own home? We offer prime based, 12-month interest only loans based
on percentage of completion of project.

Libor Interest only Loans

Customize the payment you want! This loan gives you the flexibility to pay maore or
less on principle based on what is best for you.

Conventional and Government Loans
We offer a full array of VA and FHA conventional products. 10 to 30 year fixed

pericds are available. Z/

you don’t want to verify income, assets or employment, give us a call. Great for

self employed!

100% Financing Loans
No down payment required. Available as interest only, variable or fixed rates.

Less Than Perfect Credit?

Check out these loans, custom fit to meet your needs!

s Bankruptcy Buyouts
f_'—'-——-—-——-—-___-_i
s Up to 100% Financing for Self Employed Borrowers

s Lease Purchase Same as Refinance

= 15T Time Homebuyers 100% Financing

w 100% Financing even with a Chapter 7 under 2 years old

s No Seasoning of Funds
» Loan Amounts up to $650,000

» [nterest Only available too!

Many other niche products to better serve you.

Get Pre-Approved Today!

It's Fast, It's Easy and Just A Phone Call Away. (843) 571-6900 or {843} 216-1301

4/30/2009



AT A RAT v
AL ALY EIED VX

National Association of Mortgage Brokers

The Banks and Lenders that “prey” together, stay together.

An open letter to the President of the United States,

February 11, 2009

President Barack Obama
The White House

1600 Pennsylvania Ave.
Washington, DC 20500

Dear Mr. President:

I represent tens of thousands of small business mortgage professionals who are being
forced out of business by some of the nation’s largest national banks, lenders and
mortgage insurance companies.

As you are well aware, this country is experiencing the worst financial crisis since the
Great Depression. While your Administration and Congress search to find a solution to
our economic troubles, others are conducting a campaign of blame, with the goal of
eliminating competition and controlling all aspects of mortgage financing.

From the very moment mainstream media first used the words “mortgage meltdown,”
mortgage brokers were labeled as the group that inflicted the predatory practices that
gave rise to record foreclosures. As a result, mortgage brokers have been subjected to
intense scrutiny and consequently over-regulation. Moreover, some of our former
wholesale lenders and private mortgage insurance outlets have cut off our source of funds
to operate, all under the guise of consumer protection. Make no mistake about it; this
campaign to eliminate our profession has absolutely nothing to do with consumer
protection. It’s all about market share!

Let’s examine the facts. Brokers have been blamed for putting consumers into predatory
loan programs. False! Mortgage brokers never developed one single loan product or
program. However, some lenders and banks did, aided by Fannie Mae, Freddie Mac and
Wall Street. These same institutions set the guidelines for such programs, without any
broker input. Most importantly, mortgage brokers did not underwrite or approve any of
these loans. The responsibility for approving loans was that of the banks and lenders.

7900 Westpark Drive, Suite T-309 * McLean, Virginia 22102 * (703) 342-5900



If we didu’t develop the programs, set the guidelines or approve loans, how could this be
our fault?

Another favorite target of the media is the “Yield Spread Premium” (YSP). This form of
legal and legitimate industry compensation has been labeled a kickback and a bribe. YSP
has been vilified when it should be praised for helping homeowners. For example, most
consumers today seek financing without “points.” YSP allows them to finance all or part
of their origination costs. This practice has existed for years and is used by many State
Housing Agencies, as well as by banks, lenders, credit unions and others who call it a
“Service Release Premium” (SRP). It’s the exact same type of compensation, other than
having a different name. The only difference between a broker’s YSP and a lender’s SRP
is that brokers fully disclose this compensation to consumers. Besides not having the
same disclosure requirement as brokers, lenders have often denied receiving this
payment.

The media has often depicted YSP as a fee brokers receive for increasing a consumer’s

interest rate. The truth is consumers are always given a choice with rates and points. They
may elect to pay a discount point(s) and receive a lower rate, or pay no points and finance
their origination costs by a slightly higher interest rate. Most consumers choose the latter.

In this climate of full disclosure and transparency, Congress should replace the terms
YSP and SRP with “indirect compensation” and require all originators to disclose this
compensation to consumers. Brokers have been disclosing every dime of compensation
for the past 17 years. It’s time for lenders and banks to do the same and level the playing
field for consumers.

It has also been reported that brokers are unregulated. Once again, false! Brokers are
regulated in every state. Furthermore, we supported passage of the S.A.F.E. Act as
contained in the Housing Economic Recovery Act (H.R. 3221) in July 2008, This Act
establishes uniform federal licensing standards for mortgage originators and a national
registry of originators. The National Association of Mortgage Brokers first proposed
these standards in 2001. Unlike brokers, loan officers that originate for banks and lenders
are unregulated. It’s time to regulate bank employees too.

The final push to eliminate competition and control the entire housing market is now
underway. Lenders and banks are exiting wholesale lending; claiming brokered loans
perform worse than their retail branches. Again, who developed the programs, set the
guidelines and APPROVED every loan?

Mortgage insurance (MI) companies are now joining the banks and lenders. Some have
completely cut off brokers, while others have set different guidelines for banks and
brokers. The reason is simple: banks and lenders call the shots. For years, some banks
and lenders have intimidated mortgage insurance companies to insure loans they knew

would eventually have a high default rate. The MI companies had a choice: insure the
loans or risk being cut off.

7900 Westpark Drive, Suite T-309 * McLean, Virginia 22102 * (7(3) 342-5900



Until approximately ten years ago, brokers and other originators would submit loans for
underwriting (approval), to both a wholesale lender and a mortgage insurance company.
This long established practice gave every file with less than a 20% down payment a
second set of eyes. Having two underwriters independently examine every submission for
approval protected both consumers and industry. [n my opinion, this practice was
eliminated out of greed. Some banks and lenders saw an opportunity to increase their
profits at the expense of quality control. Some banks and lenders made “deals” with
mortgage insurance companies. The agreements called for the lenders to take control of
underwnting. Once a lender approved a file, that file was aiso considered approved with
an MI company. The second part of the deal consisted of a kickback. Since lenders and
banks were in control of who ordered the private mortgage insurance, they could steer

- business and demand a percentage of the consumer’s premium. These kickbacks
averaged 25% of the premiums. They were also never disclosed to the consumer.

This type of lender control is also taking place with appraisals. Lenders have established
their own Appraisal Management Companies (AMCs), which allow them to have
complete authority over all aspects of the “independent™ appraisal process.

It’s important to note that not all banks and lenders have engaged in these practices.
Many are honest and reputable institutions. However, the fact remains that many are
preying on the consumer and small business.

Mr. President, if the actions outlined in this letter are permitted to continue, the costs of
mortgage financing will increase as a result of less competition. State shortfalls will
increase, as well. Furthermore, the country will see a continuation of sharp and prolonged
unemployment and foreclosures, due to the elimination of our profession.

Every day, more and more small business brokers and their support staff are going out of
business. We urgently require your guidance and support. I would appreciate meeting

with you as soon as possible to discuss this ongoing tragedy and means by which
improvements can be made.

Respectfully,

e Artiniot”

Marc S, Savitt, CRMS
President
National Association of Mortgage Brokers

7900 Westpark Drive, Suite T-309 * McLean, Virginia 22102 * (703) 342-5900
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OPINION |  QCTOBER 15, 2009, 9:55 P.M. ET

Barney Frank, Predatory Lender

Almost two-thirds of all bad mortgages in our financial system were bought by government agencies or
required by government regulations.

By PETER J. WALLISON

Recent reports that the Federal Housing Administration (FHA) will suffer default rates of more than 20% on the
2007 and 2008 loans it guaranteed has raised questions once again about the government's role in the financial
crisis and its efforts to achieve social purposes by distorting the financial system.

The FHA's function is to guarantee mortgages of low-income borrowers (the mortgages are then sold through
securitizations by Ginnie Mae) and thus to take reasonable credit risks in the interests of making mortgage credit
available to the nation’s low-income citizens. Accordingly, the larger than normal losses that will result from the
2007 and 2008 cohort could be justified by Barney Frank, the chairman of the House Financial Services
Committee, as "policy"—an effort to ease the housing downturn through the application of government credit.
The FHA, he argued, is buying more weak mortgages in order to help put a floor under the housing market.
Eventually, the taxpayers will have to judge whether this policy was justified.

Far more interesting than the FHA's prospective losses on its 2007 and 2008 book are the agency's losses on its
2005 and 2006 guarantees, when the housing bubble was inflating at its fastest rate and there was no need for
government support. FHA-backed loans during those years also have delinquency rates between 20% and 30%.
These adverse results—not the result of a "policy” effort to shore up markets—pose a significant challenge to those
who are trying to absolve the U.S. government of responsibility for the financial crisis.

When the crisis first arose, the left's explanation was that it was caused by corporate greed, primarily on Wall
Street, and by deregulation of the financial systern during the Bush administration. The implicit charge was that
the financial system was flawed and required broader regulation to keep it out of trouble. As it became clear that
there was no financial deregulation during the Bush administration and that the financial crisis was caused by the
meltdown of almost 25 million subprime and other nonprime mortgages—almost half of all U.S, mortgages—the
narrative changed. The new villains were the unregulated mortgage brokers who allegedly earned enormous fees
through a new form of "predatory” lending—by putting unsuspecting home buyers into subprime mortgages when
they could have afforded prime mortgages. This idea underlies the Obama administration's proposal for a
Consumer Financial Protection Agency. The link to the financial crisis—recently emphasized by President

Obama—is that these mortgages would not have been made if regulators had been watching those fly-by-night
mortgage brokers.

There was always a problem with this theory. Mortgage brokers had to be able to sell their mortgages to someone,
They could only produce what those above them in the distribution chain wanted to buy. In other words, they
could only respond to demand, not create it themselves. Who wanted these dicey loans? The data shows that the
principal buyers were insured banks, government sponsored enterprises (GSEs) such as Fannie Mae and Freddie
Mac, and the FHA—all government agencies or private companies forced to comply with government mandates
about mortgage lending, When Fannie and Freddie were finally taken over by the government in 2008, more than

http://online.wsi.com/article/SB1000142405274870410720457447511015...  10/16/2009
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10 million subprime and other weak loans were either on their books or were in mortgage-backed securities they
had guaranteed. An additional 4.5 million were guaranteed by the FHA and sold through Ginnie Mae before
2008, and a further 2.5 million loans were made under the rubtic of the Community Reinvestment Act (CRA),
which required insured banks to provide mortgage credit to home buyers who were at or below 80% of median
income. Thus, almost two-thirds of all the bad mortgages in our financial system, many of which are now
defaulting at unprecedented rates, were bought by government agencies or required by government regulations,

The role of the FHA is particularly difficult to fit into the narrative that the left has been selling. While it might be
argued that Fannie and Freddie and insured banks were profit-seekers because they were shareholder-owned,
what can explain the fact that the FHA—a government agency—was guaranteeing the same bad mortgages that
the unregulated mortgage brokers were supposedly creating through predatory lending?

The answer, of course, is that it was government policy for these poor quality loans to be made. Since the early
1990s, the government has been attempting to expand home ownership in full disregard of the prudent lending
principles that had previously governed the U.S. mortgage market. Now the motives of the GSEs fall into place.
Fannie and Freddie were subject to "affordable housing” regulations, issued by the Department of Housing and
Urban Development (HUD), which required thern to buy mortgages made to home buyers who were at or below
the median income. This quota began at 30% of all purchases in the early 1990s, and was gradually ratcheted up

until it called for 55% of all mortgage purchases to be "affordable” in 2007, including 25% that had to be made to
low-income home buyers.

It was not easy to find candidates for traditional mortgages—loans to people with good credit records or the
resources for a substantial downpayment—among home buyers who qualified under HUD's guidelines. To meet
their affordable housing requirements, therefore, Fannie and Freddie reduced their lending standards and
reached into the FHA's turf. The FIHA, although it lost market share, continued to guarantee what it could, adding
to the demand that the unregulated mortgage brokers filled. If they were engaged in predatory lending, it was
ultimately driven by the government's own requirements. The mortgages that resulted are now problem loans for
the GSEs, the FHA and the big banks that were required to make them in order to burnish their CRA credentials.

The significance of the FHA's troubles is that this agency had no profit motive. Yet it dipped into the same pool of
subprime and other nontraditional mortgages that the GSEs and Wall Street were fishing in. The left cannot have
it both ways, blaming the private sector for subprime lending while absolving the government policies that
created the demand for subprime loans. If the financial crisis was caused by subprime mortgages and predatory
lending, the government's own policies made it happen.

Mr. Walllison is a senior fellow at the American Enterprise Institute.
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